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SUBJECT: FINANCIAL AND ECONOMIC DEVELOPMENTS - JAN 12-18 

1. SUMMARY: BANK OF JAPAN (BOJ) GOVERNOR MORNINAGA QUASHES 
RUMORS OF AN IMMINENT DISCOUNT RATE CUT. DIET GETS SECOND 
SUPPLEMENTAL BUDGET FOR FY 1977. BANKRUPTCIES LEVEL OEF AT 
YEAR-END NEW MACHINERY ORDERS DOWN IN NOV. DEC WHOLESALE PRICES 
SHOW 0.4 PERCENT DROP. UNEMPLOYMENT UP A LITTLE IN NOV AND 
SAVINGS RATES DIP SLIGHTLY IN OCT. END SUMMARY. 

2. AT HIS FIRST PRESS CONFERENCE EOR 1978, BANK OF JAPAN GOVERNOR 
MORINAGA DAMPENED HOPES OF THE BUSINESS COMMUNITY FOR AN 
EARLY CUT IN THE OFEICIAL DISCOUNT RATE. MORINAGA SAID EVEN 
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THOUGH BOJ IS WILLING TO DO AS MUCH AS POSSIBLE TO HELP 
STIMULATE DOMESTIC DEMAND, THE TIMING OE A CUT IN THE OEFICIAL 
DISCOUNT RATE SHOULD BE DETERMINED CAREEULLY SO THAT IT WILL 
HAVE THE MOST DESIRABLE STIMULATIVE EFFECT. MORINAGA ADDED 
THAT NOW IS NOT THE PROPER TIME FOR CUTTING THE OFEICIAL 
DISCOUNT RATE. OBSERVVERS HERE INTERPRET MORINAGA'S 
STATEMENT AS REDUCING THE PROSPECT OF AN OFFICIAL DISCOUNT 
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RATE CUT IN JANUARY. 

3. SECOND SUPPLEMENTARY BUDGET FOR CURRENT FISCAL YEAR 1977 
WAS SUBMITTED TO THE DIET ON JAN 17 AFTER APPROVAL OF CABINET 
MINISTERS ON SAME DAY. LATE LAST DEC CABINET MINISTERS 
AUTHORIZED FURTHER INCRASES IN GENRAL ACCOUNT BUDGET EXPEND- 
ITURES OF $2.3 BIL AND FISCAL LOAN AND INVESTMENT PROGRAM 
OUTLAYS OF $1.2 BIL FOR JFY 1977 (TOKYO 19718 AND 19877). 

THE DIET IS SCHEDULED TO RESUME ITS SESSION ON JAN 21. 

4. BANKRUPTICES REACHED NEW HIGHS IN 1977 BOTH IN TERMS OF 
THE NUMBER OF CASES AND THE VALUE OF LIABILITIES INVOLVED, 
ALTHOUGH TOWARD THE END OF THE YEAR BANKRUPTCY RATE LEVELLED 
OFE. THE TWO PRIVATE RESEARCH ORGANIZATIONS WHICH COLLECT 
STATISTICS PLACED BANKRUPTCY CASES IN DEC AT 1,661-1,662 

IN DEC (N.S.A.), VIRTUALLY UNCHANGED FROM THE YEAR-EARLIER 
LEVEL. THE LIABILITIES OF BUSINESS FIRMS DECLARING BANK- 
RUPTICIES CAME TO $1,170 MIL EQUIVALENT, UP ABOUT 30 PERCENT 
OVER DEC 1976 (ON YEN BASIS). THE NUMBER OF COMPANIES 
ATTRIBUTING THEIR BANKRUPTCIES TO THE SHARP YEN APPRECIATION 
CAME TO 28 IN DEC AS COMPARED WITH 23 IN NOV. FOR 1977 AS 
A WHOLE THE NUMBER OF BANKRUPTCY CASES TOTALED 18,471, 

UP 18.1 PERCENT OVER PRIOR YEAR'S LEVEL WHILE THE VALUE 
OF LIABILITIES INVOLVED TOTALED $12.4 BIL, UP 31.3 PERCENT. 

DURING EARLY PART OF 1977 BANKRUPTCY RATE CLIMBED 

SHARPLY BUT TOWARD YEAR END SHOWED SIGNS OF SLOWING DOWN. 
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5. NEW MACHINERY ORDERS, S.A., FELL SHARPLY IN NOV, 

PRIMARILY DUE TO SHARPLY REDUCED ORDERS PLACED BY PUBLIC SECTOR 
AFTER RAPID ACCELERATION IN EARLY PART OP TH HEAR. NEW 
MACHINERY ORDER PLACED BY GOVT AND PUBLIC AGENCIES, S.A., 

IN NOV WAS DOWN 45.5 PERCENT PROM OCT, AND FOLLOWED DECLINES 
IN PRECEDING TWO MONTHS. NEW MACHINERY ORDERS PLACED BY 
PRIVATE SECTOR (EXCLUDING SHIPS, S.A.) DECLINED 3.9 PERCENT 
IN NOV, AFTER LARGE 24.4 PERCENT REBOUND IN OCT. PRIVAGE 
DEMAND POR NEW MACHINERY REMAINED WEAK IN MANUFACTURING SECTOR 
BUT THAT OF ON-MANUFACTURING SECTOR PICKED UP SOMEWHAT 
DURING OCT-NOV PERIOD. THIS IS PRIMARILY DUE TO ORDERS PLACED 
BY ELECTRIC POWER AND CONSTRUCTION INDUSTRIES. 

NEW MACHINERY ORDERS, S.A. 

(IN BIL YEN; PERCENT CHANGE FROM PRIOR MONTH IN PAREN) 

PRIVATE ORDERS GOVT AND PUBLIC 
EXCL. SHIPS(JEI 337) ORDER (JEI 335) 


SEP 

194.1 (-25.5) 

117.4 (-20.4) 

OCT 

241.4 (24.4) 

115.9 (-1.2) 

NOV 

231.9 (-3.6) 

63.1 (-45.5) 
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6. AS REPORTED TOKYO 657, WHOLESALE PRICE INDEX, N.S.A., 

DECLINED IN DEC FOR THIRD STRAIGHT MONTH, DOWN 0.4 PERCENT 
FROM NOV, BRINGING DEC 77 WPI BELOW THE YEAR-EARLIER 
LEVEL, BY 1.5 PERCENT. WHOLESALE PRICES OF MANUFACTURED 
GOODS WERE DOWN 0.4 PERCENT FROM NOV. FOR 1977 AS WHOLE, 

AVERAGE WPI INCREASED BY 1.9 PERCENT AS COMPARED WITH 5.0 
PERCENT INCREASE IN 1976. RATE OF ADVANCE IN WHOLESALE PRICES 
OF MANUFACTURED GOODS ALSO SLOWED DOWN IN 1977, TO 1.7 PERCENT 
FROM 4.4 PERCENT IN 1976. 

7. LABOR CONDITIONS DETERIORATED SLIGHTLY IN NOV, EXCEPT 
FOR INCREASED OVERTIME WORKED. THE NUMBER OF UNEMPLOYED, 

S.A., ROSE IN NOV. UP 40,000 PERSONS OVER OCT LEVEL, TO 1. 1 1 

MIL. NOV UNEMPLOYMENT RATE, HOWEVER, REMAINED UNCHANGED FROM 
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OCT AT 2.0 PERCENT. (NOTE: PRIME MINISTER'S OEFICE, USING 
DIFEERENT SEASONAL FACTORS THAN EPA ALSO REPORTS THAT NOV 
UNEMPLOYMENT RATE WAS 2.0 PERCENT.) JOB OFFERS/APPLICANTS RATIO 
DETERIORATED FURTHER IN NOV TO 0.51 EROM 0.53 IN OCT. FIGURES 
ON OVERTIME WORKED, HOWEVER, SHOWED RAPID INCREASE IN NOV, 
RECORDING SECOND CONSECUTIVE MONTH OF INCRASE. OTHER DATA 
ON LABOR CONDITIONS IN NOV NOT YET AVAILABLE. 

LABOR CONDITIONS, SA. 

JEINO. SERIES (UNIT) SEP OCT NOV 

385 JOB OFEERS/APPLICANT RATIO 0.53 0.53R 0.51 

401 MFG. OVERTIME (1975 EQUALS 
100) I35.I 135.3 137.3 

378 UNEMPLOYED (THOUSANDS) 1,130 1,070R 1,110 

379 UNEMPLOYMENT RATE (PERCENT) 2.1 2.0R 2.0 

(NOTE: ALL SERIES ARE SEASONALLY ADJUSTED BY EPA.) 

8. THE AVERAGE PROPENSITY TO SAVE OF WORKERS HOUSEHOLDS, 

S.A., DECLINED SLIGHTLY IN OCT, AFTER INCREASES IN 
PRECEDING TWO MONTHS. OCT AVERAGE PROPENSITY TO SAVE WAS 
23.1 PERCENT OF DISPOSABLE INCOME, DOWN FROM 23.8 PERCENT 
IN SEPT. 

AVERAGE PROPENSITY TO SAVE (PERCENT OF 
DISPOSABLE INCOME, S.A.) - JEI 363 
AUG 21.4 
SEP 23.8 
OCT 23.1 
SHERMAN 
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